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The Company 

F. W. Woolworth Co. operates more than 5,000 
retail stores under the names of Woolworth, 

Woolco, Richman Brothers and Kinney, directly and 
through subsidiaries, in the United States, the 
British Isles, Canada, Germany, Australia, Mexico, 
Spain and other countries. Such stores provide 
customers with a broad range of variety, apparel 
and department store merchandise. The Company, 
incorporated in New York in 1911, has its executive 
offices in the Woolworth Building, 233 Broadway, 
New York, New York 10007, telephone number 
(212) 227-1000. 

Transfer Agents 

First National City Bank, 111 Wall Street, 

New York, New York 10015 
The Northern Trust Company, 

50 So. La Salle Street, Chicago, III. 60690 

Registrars 

Irving Trust Company, One Wall Street, 

New York, New York 10015 
Continental Illinois National Bank and 
Trust Company of Chicago, 

231 So. La Salle Street, Chicago, III. 60690 

Shareholders Meeting 

The next annual meeting of the shareholders will 
be held at the Statler Hilton, Park Square at 
Arlington Street, Boston, Massachusetts at 
10 A.M. on Thursday, June 19, 1975. A formal 
notice of the meeting, together with a proxy 
statement and form of proxy, will be mailed to 
each shareholder on or about May 12, 1975, at 
which time proxies will be requested by 
Management. 

Form 10-K 

Copies of the Company’s 1974 annual report 
on Form 10-K to the Securities and Exchange 
Commission is available by request to the 
Secretary’s Office, F. W. Woolworth Co., 

233 Broadway, New York, New York 10007. 
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This multi-level Woolworth store is located adja¬ 
cent to the busy World Trade Center complex in 
Lower Manhattan. 
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Consolidated Statistics in Brief 


For the fiscal years ended January 31,1975 and 1974: 

Sales. 

Income of consolidated companies before interest and income taxes 

Interest. 

Income of consolidated companies before income taxes. 

Income of consolidated companies after income taxes. 

Equity in net income of F. W. Woolworth and Co., Limited, England 

Net income. 

Taxes: federal, state and local. 

Depreciation and amortization. 

Capital expenditures. 

At the end of the year: 

Working capital . 

Long-term debt. 

Common shareholders' equity in net assets. 

Number of common shareholders of record. 

Per common share: 

Net income—assuming no dilution. 

Net income—assuming full dilution. 

Taxes . 

Dividends. 

Shareholders' equity. 


1974 


$4,177,104,000 

171,645,000 

70,289,000 

101,356,000 

53,266,000 

11,554,000 

64,820,000 

125,068,000 

62,975,000 

98,054,000 


560,262,000 

413,119,000 

867,648,000 

109,741 


2.14 

2.10 

4.39 

1.20 

30.46 


1973 


$3,722,107,000 

169,091,000 

48,003,000 

121,088,000 

67,606,000 

25,868,000 

93,474,000 

126,081,000 

60,600,000 

103,790,000 


425,728,000 

295,429,000 

840,757,000 

104,524 


3.15 

3.02 

4.43 

1.20 

29.54 
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To Our Shareholders: 


The year 1974 was a difficult one for most of the 
retailing industry. Sales gains, often achieved 
under the most competitive of conditions, were 
more than offset by abnormal increases in operat¬ 
ing expenses resulting from inflation and record 
interest rates. The misfortune which fell upon many 
consumers, some of whom had never before known 
the doubts and fears of unemployment, reduced 
confidence to a level which had a serious effect on 
certain merchandise lines. 

Despite these conditions, sales of the consoli¬ 
dated companies exceeded four billion dollars for 
the first time, totaling $4,177,104,000, an increase 
of 12.2% above the 1973 sales of $3,722,107,000. 
Although every major segment of the company 
achieved sales improvement, performance was 
not uniform. In those merchandise lines closely 
related to non-postponable human needs, and also 
in those countries where inflation and economic 
doubt were comparatively less pronounced, sales 
increases were satisfactory. 

Net income for the entire company, including 
our 52.7% equity in F. W. Woolworth and Co., 
Limited, England totaled $64,820,000 or $2.14 per 
share, down from $93,474,000 and $3.15 per share 
for the preceding year, assuming no per share 
dilution in both years. 

There are a number of reasons for the disap¬ 
pointing results with the effect of high interest 
rates upon 1974 earnings being the most significant 
factor. During the fiscal year just ended, the 
consolidated companies incurred $70,289,000 in 
interest charges compared to $48,003,000 in the 
prior year, an increase of $22,286,000, despite an 
intensive campaign to minimize investment and 
borrowings throughout the year. This increase in 
interest expense alone more than accounted for 
the consolidated companies’ decline in pre-tax 
income for 1974. 

The Woolworth and Woolco Department Stores 
in the United States produced sales gains for 1974 
well over the prior year and reasonably close to our 
goals. The profit contribution from these operations 
was not satisfactory, the result of heavy mark- 
downs caused by competitive conditions in the 
fourth quarter and the extraordinary increases in 
operating costs prevalent throughout the year. 
Emphasis on stock controls enabled us to show 
additional improvement in inventory turnover in 
1974. During the year 26 new Woolco stores and 3 
large Woolworth units were opened. Fewer than 
half this number will be opened in 1975 in accord¬ 



Lester A. Burcham (left), Chairman of the Board, and John S. 
Roberts, Vice Chairman of the Board. 



Edward F. Gibbons 
President 


W. Robert Harris, Executive 
Vice President, and President 
U.S. Woolworth and Woolco 
Operations. 


ance with plans for a more moderate rate of 
expansion beginning this year as compared to the 
extraordinary pace of the past several years. 

Outstanding progress was made by our Kinney 
Shoe Corporation subsidiary, which added a total of 
164 new retail outlets in the United States, Canada 
and Australia. This dynamic company again in 
1974 surpassed its previous sales and earnings 
records. Innovative merchandising and sound 
values combined with excellent site selection in 
regional shopping malls were responsible for 
this achievement. 
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The Richman Brothers men's clothing subsidiary 
was particularly hard hit in the second half by 
a marked slowdown in discretionary spending. 
Men’s furnishings and clothing are among the 
early casualties in any recession; consequently 
Richman had a disappointing year. We believe this 
set-backto be temporary and Richman’s earnings 
will improve as the economy recovers. Savings 
in production and other operating costs have 
already been realized and inventories reduced 
consonant with industry conditions. 

Our subsidiary in the United Kingdom experi¬ 
enced continuing difficulty in coping with an even 
more problematical environment. As the year 
progressed, sales performance steadily improved 
and as reported in England, 1974 wasup 15% 
over 1973. A substantial portion of this sales 
increase was the result of inflation, with its attend¬ 
ant higher store operating costs which increased 
by approximately 30% in all categories. Conse¬ 
quently, our equity in the net income of the British 
Company declined to $1 1,554,000 compared with 
last year's contribution of $25,868,000. These 
results include a foreign currency exchange loss of 
$3,288,000 in 1974 compared to $3,626,000 in 
1973. Last year’s results included a net benefit of 
$2,058,000 from a non-recurring tax adjustment 
absent in 1974 which also was affected by an 
increase in the income tax rate. In common with 
most businesses in Great Britain, we are operating 
in a most uncertain climate. Current sales per¬ 
formance is every evidence that more and more 
consumers recognize that Woolworth isthe place 
to shop for values which provides a definite 
opportunity for an improved 1975 showing. 

Of our other international subsidiaries in Canada. 
Germany, Mexico and Spain, where operations 
were less aftected by inflation and unemployment, 
results were most encouraging. All companies 
contributed to an improved showing in this 
segment of the business, despite a net charge 
to provide tor foreign currency exchange loss 
this year of 3680,000 while 1973 benefited by a 
total gain from currency translation adjustments 
of $2,080,000. Additional information on the 
foreign operations is shown in summary form on 
page 17. 

At the close of 1974, two members retired from 
our Board of Directors; Keith L. Sumner, Vice 
President, Store Development, after 45 years with 
the Company; and James B. Stuart, President of 
Kinney Shoe Corporation, whose career with this 
subsidiary company began in 1928. We greatly 
appreciate the many years of valuable service 
of these gentlemen. 


Several major executive changes were recently 
made that recognize Woolworth’s unique posi¬ 
tion as one of the very few truly international 
retailers and that will provide additional manage¬ 
ment strength in the highly competitive U.S. 
market. On March 12,1975 the Board of Directors 
took the following action: John S. Roberts, former 
President of the Company, was elected Vice 
Chairman of the Board of Directors, with direct 
responsibility for the operations of all domestic 
and foreign subsidiaries; Edward F. Gibbons, 
former Executive Vice President—Finance and 
Corporate Planning, was elected President of the 
Company. To further strengthen U.S. operations, 

W. Robert Harris, Executive Vice President, 
was also named President of the U.S. Woolworth 
and Woolco Department Store Operations, with full 
responsibility for the operation of these units in 
this country. These changes, together with the 
establishment of Senior Vice Presidents for 
merchandising, John W. Lynn; sales promotion- 
advertising, John L Sullivan; and store operations, 
George W. Nelson, will enhance the organiza¬ 
tional structure and insure continuity in the imple¬ 
mentation of the company’s long-term objectives. 

We wish to thank our employees, shareholders, 
landlords, suppliers, and millions of customers 
in all parts of the world in which we operate for their 
loyal support, without which our achievements in 
this troubled year would not have been possible. 

The unfavorable economic environment pre¬ 
dicted for early 1975 has compelled us to examine 
closely all phases of operation; cost factors will 
be managed to the extent possible, capital invest¬ 
ment reduced and inventories controlled while 
maintaining our competitive posture in the industry. 
We believe that we are closely attuned to con¬ 
ditions to be in position to benefit as the economy 
enters the recovery stage. 

Respectfully submitted, 

/&& 

Lester A. Burcham 

Chairman of the Board 
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0 IMwortK 

To assist its millions of customers in their efforts 
to combat inflation and the rising cost of living in 
1974, Woolworth continued to do what it has been 
doing for the past 95 years: offering shoppers 
quality merchandise at the lowest possible prices. 

Today’s Woolworth customers have the choice 
of selecting from counter after counter of attrac¬ 
tively displayed merchandise—up to 55,000 differ¬ 
ent items in 65 separate departments. Our every 
day mix of staple and seasonal merchandise never 
has been more varied. It ranges from a wide 
variety of items bearing Woolworth private-brand 
labels to an extensive selection of national brands 
in the major appliance, sporting goods, electronics, 
camera and other departments of our larger 
Woolworth stores. 

Woolworth's merchandise mix is by no means 
static. New products are constantly being test 
marketed in selected metropolitan areas. While 
some lines are being expanded to offer greater 
in-depth selections, less active items and assort¬ 
ments are continually being culled out in a process 
that demands the constant attention of store 
managers and buyers. Woolworth’s 107 buyers 
deal with more than 10,000 suppliers, many of 
whom have been doing business with the company 
for many years. 

Today, we have diversified our Woolworth 
operations to meet the ever-changing needs of 
our customers; expanded our research to develop 
even greater proficiency in store planning and 
design, and have taken advantage of new tech¬ 
nology aimed at saving time and money in handling 
accounts and controlling inventories in stores as 
well as in the distribution centers. 

Sixty-six Woolworth stores in the United States 
were closed during the year, with a slightly lesser 
number scheduled to be closed in 1975. One new 
large Woolworth store was opened in 1974 in 
Asheville, N.C., along with two Garden Centers, with 
five domestic Woolworth units scheduled for 1975. 

There were 1,559 retail stores in operation 
at the end of the fiscal year. These units were 
located in all 50 states, Puerto Rico and the U.S. 
Virgin Islands. 

Personnel and Training 

Woolworth’s management training program, 
which had its beginning in 1955, has been refined 
to the point where it is recognized as one of 
the strongest in retailing. In keeping with our 
Affirmative Action Program, which is pursued at 
all levels of employment, a steadily increasing 
proportion of our management training candidates 
are women and members of minority groups. 


The training program has successfully provided 
people with the many necessary business skills 
needed to manage the Woolworth and Woolco 
stores we have today, and promising assistant 
managers are currently receiving the on-the-job 
training which will enable them to assume the 
responsibilities of total management in the 
near future. 


Large Woolworth stores—like this new one in Oxford Valley 
Mall, outside Philadelphia—carry a broader merchandise 
mix than ever before. 

To insure that we will have the men and women 
who are able to assume the responsibility for 
the company’s success in future years, we pursue 
an aggressive recruitment program at colleges 
and universities throughout the country. In addition 
to the four-year academic institutions, we have 
found the two-year community colleges to be a 
fertile source of management trainee candidates. 

In the past year Woolworth recruiters have visited 
over 350 schools seeking those individuals de¬ 
sirous of embarking on the rewarding career of 
retailing with a recognized industry leader. 

For years our company has led the industry in 
advancing qualified women and minorities to 
management positions. In addition to holding 
store management positions, these individuals are 
found in important merchandising posts in the 
buying divisions as well as marketing, accounting, 
restaurant operations, data processing and 
distribution. Just as one example, women are well 
represented in Kinney’s Susie’s Casuals man- 
agementteam, and they are building a highly 
successful enterprise with an outstanding 
sales record. 

Woolworth recognizes that its many qualified 
and competent personnel are one of the company’s 
strongest assets. 
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DEPARTMENT STORES 


Real estate planners give special attention 
to environmental factors, major highway inter¬ 
changes, access roads and parking accommoda¬ 
tions in selecting the best possible sites for 
Woolco Department Stores. 

Woolworth always seeks convenient, high- 
traffic locations for its stores. Projected growth, 
per capita income, existing and projected store 
space of competitive, as well as complementary 
retailers, are all thoroughly evaluated. 

The combined efforts of store planning and 
design, real estate, construction and merchandis¬ 
ing specialists are focused on putting the right 
store with the right merchandise mix in the right 
place at the right time. At least two years of 
preliminary planning and research precedes the 
opening of each new unit. 

Twenty-six Woolco Department Stores were 
opened in the United States during the past year. 
The largest Woolco store in the United States, a 
148,000 sq. ft., one-level unit, was opened in 
Langhorne, Pa., a thriving Philadelphia suburb in 
affluent Bucks County. It serves a broad market 
area of 250,000 people having a median family 
income of over $15,000 a year. 

The Langhorne Woolco, as well as our other 
new Woolco Department Stores and Woolworth 
stores, has incorporated a wealth of innovations 
that are proving to be so successful they will 
become standard in subsequent units. 

The new Woolcos feature recessed, mercury- 
vapor lighting and module fixtures which enhance 
a '‘fashion” image and highlight selected 
product lines. Specially designed gondolas and 
high-cube merchandise displays allow greater 
exposure per square foot than in earlier units. 

Carpeting separates departments into a number 
of fashion ‘‘boutiques. 1 ’ At the Langhorne store, 
this boutique effect is enhanced by a fitting-room 
module that serves the women’s and girls’ 
wear departments. 

Adjacent positioning of related products brings 
customers into "kindred interest” departments, 
such as hardware and automotives, or women's 
wear and footwear. Such merchandising promotes 
impulse buying and multiple sales. 

A total of 242 Woolco Department Stores were 
in operation in the U.S. at the end of the fiscal year, 


some 60 per cent of them in states below the 
Mason-Dixon Line. Another 21 per cent are in the 
Midwest. Ten new Woolco Department Stores 
are slated to open during the coming year, 
including a store in Emporia, Kan. to be opened on 
the site of a former Woolworth store which was 
devastated in 1974 by a tornado. Because of the 
economic situation, there will be a slowdown in 
Woolco expansion. 



The 242 Woolco Department Stores in the United States 
range in size from 90,000 to 115,000 square feet. This new 
unit incorporates many interesting features. 


Restaurant Operations 

Woolworth has one of the largest food-service 
operations in North America, with Red Grille cafe¬ 
terias in every Woolco Department Store and 
Harvest House restaurants and cafeterias or other 
food units in nearly every Woolworth store. 
Forty-seven new restaurant units were opened or 
refurbished during 1974. 

In some Woolco stores this past year Red 
Grilles have been redecorated with special new 
lighting, attractive carpeting, booths and partial 
glass enclosures for atmosphere and privacy. 
Store planners are now putting the newest Red 
Grilles "up front”—with outside entrances of 
their own for the convenience of diners. 

Food technicians employed in our experimental 
test kitchen in New York are responsible for the 
preparation and testing of all food products for 
acceptable quality and flavor. 





Operations 

Inventory Control 

Planning ahead is a way of life for every seg¬ 
ment of our operations. This is as true of inventory 
control as it is of site selection, purchasing or 
advertising. 

The company has installed computerized inven¬ 
tory controls to insure an uninterrupted flow of 
merchandise to stores. A new type of stock reorder 
ticket, used with an optical recognition system, 
was adopted in January 1974. After a full year of 
testing, the system is now operational and the use 
of electronic scanning devices is now being ex¬ 
panded. Over 100 million reorders will eventually 
be processed per year by the new system, at 
considerable savings in time and money. All staple 
merchandise stocked at our automated warehouse 
and distribution centers is now being controlled in 
this manner. 

Quality Assurance 

Woolworth has built its reputation by consistently 
offering its customers good values at competitive 
prices. The Company spares no effort to make 
sure that its own private-brand lines are equal to, 
or better than, other available brands in quality and 
value, andthatthe merchandise it buys and sells 
is well made, and lives up to our claims, speci¬ 
fications and government standards. 

Woolworth's Quality Assurance Department, 
through its new, modern laboratory, scrutinizes 
wide assortments of merchandise by means of a 
battery of sophisticated measuring and testing 
instruments. Apparel is tested for such factors as 
flammability, workmanship, laundering capability 
and wearability. Electrical appliances are checked 
for durability, ease of operation and safety. 

Toys are subjected to vigorous testing to insure 
against the possibility of sharp points or edges, 
dangerous breakage, and, in the case of infants’ 
and toddlers’ toys, against the presence of paint 
lead and small parts that could be swallowed. 

To keep buyers and regional merchandise 
managers abreast of ever-changing government 
regulations and specifications, the department 
issues Quality Assurance and Product Safety 
bulletins. It periodically re-tests products taken 
from store shelves, to insure that our suppliers have 
maintained quality standards in staple items. 




(Above) Red Grille 
restaurants in our new 
Woolco stores are be¬ 
ing located "up front” 
to attract more 
customers. 


(Left) New products 
are given rigorous 
tests for safety dura¬ 
bility, resistance to 
flame and many other 
factors at our Quality 
Assurance Laboratory 
in New York. 
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(Above) Lighting, modules and carpeting are effectively 
combined to create a contemporary “boutique” atmos¬ 
phere in many of our new Woolco Department Stores. 


(Right) By locating “kindred interest" departments next 
to one another, traffic flow can be enhanced and sales 
multiplied through impulse buying. 




R. M. Pace, Sen¬ 
ior Assistant 
Buyer, checks a 
merchandise 
order with one of 
Wo o I w o r t h ’s 
suppliers. 


Consumer Research 

A vital ingredient in successful marketing is the 
ability to anticipate consumer interests, needs 
and preferences. Consumer research provides 
valuable clues to shoppers' changing tastes in 
styles, colors, materials and design. Assessing 
such data is an important function of the com¬ 
pany's market research group, which studies the 
buying habits of a controlled sample of 7,000 
households, statistically representing all of the 
families in the United States. 


This five-year-old program, jointly administered 
by consulting specialists and Woolworth market¬ 
ing personnel, provides monthly reports on the 
apparel and household products purchased by 
each family. Survey results, tabulated by our Data 
Processing Department and analyzed by our 
marketing specialists, are passed on to buyers, 
merchandisers and staff executives. 

Advertising 

F. W. Woolworth Co. is among the top 10 
retail advertisers in the U.S., expending in 1974 
more than $60 million for its Woolworth and 
Woolco print and broadcast advertising alone. 
Advertising programs will be further strengthened 
in 1975 for all subsidiaries. 

Some 20% of the ad budget goes for television 
spots, which are broadcast 48 weeks out of the 
year in major market areas. A total of 1,113 
Woolworth and 115 Woolco Department Stores 
are currently located in these major market 
viewing areas. 

In recognition of its “distinguished and success¬ 
ful use of television,’’ the company was named 
1974 Advertiser of the Year by the Television 
Bureau of Advertising, at ceremonies in Los 
Angeles. 
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Our Kinney Shoe Corporation subsidiary 
is one of the largest family shoe retailers in the 
United States. It is also the foremost shoe retailer in 
Canada, where its Canadian Division operates 
55 Kinney Stores, 48 Lewis Shoe stores, and the 
shoe departments in all 72 Woolco Department 
Stores there. Fredelle, a chain of 56 women’s 
specialty footwear boutiques, is a Lewis subsidiary 
as is Mankind, a men's specialty footwear store. 

Another growing Kinney subsidiary—Williams 
Shoe, Ltd.—operates 84 stores in Australia, where 
it is the only footwear chain serving four of that 
country's largest cities. 

Kinney did not attain this dominant status over¬ 
night. Since its acquisition by Woolworth in 1963, 
Kinney has grown until the company and its 
subsidiaries have 1,603 retail units in the U.S., 
Canada and Australia. 

The 10 Kinney footwear factories in Pennsylvania 
and West Virginiaturn out more than 10 million 



Our fast-growing Kinney subsidiary operates more 
than 1,600 retail outlets in the United States, 
Canada and Australia. 


pairs of shoes a year. The newest manufacturing 
facility is a $2,000,000 men’s footwear plant at 
Glenville, West Virginia. This 47,000-sq. ft. 
factory started production in April, 1974. There are 
four additional Kinney shoe factories in Canada 
as well as distribution centers in Canada, Penn¬ 
sylvania and California. 

Kinney's success has been due to a combination 
of good planning—which has put stores of con¬ 
temporary design in most important shopping 
centers—and innovative merchandising in all its 
family shoe stores and its 97 Susie's Casual Shops 
featuring misses' sportswear. 

Kinney stores in Pennsylvania, New Jersey and 
Delaware are using computerized point-of-sale 
equipment, which transmits sales and inventory 
data to a central computer daily. This has proved 
so useful that similar equipment will be installed 
in other sales districts during 1975. 


Richman Brothers Company opened 35 new 
stores in 1974. Richman and its subsidiary units— 
Anderson-Little family apparel stores in the 
Northeast—now operate 278 outlets in the United 
States. Those under the Richman Brothers name¬ 
plate are located principally in the Midwest and 
on the Pacific Coast. 

Most of Richman’s tailored clothing is manu¬ 
factured at its four factories in Ohio, Massa¬ 
chusetts, Kentucky and Tennessee. The plant 
at Knoxville, Tennessee, which makes sports coats 
and jackets for Richman and Anderson-Little 
stores, was doubled in size and output during 
1974. The largest of these factories, in Cleveland, 
is presently being modernized. Adding further to 
its production capabilities, while reducing manu¬ 
facturing costs and cloth waste, are various 
processing innovations. These include computer¬ 
ized fabric finishing and laser-beam fabric cutting, 
configurated by computer-marked patterns. The 
unique laser device has two independent cutting 
heads that operate simultaneously with great 
speed and accuracy. The 45-foot cutter is one of 
the first to be put into commercial use. 



Our Richman Brothers men's and boys' clothing subsidiary 
operates 278 stores in 36 states. 
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Richard L . Anderson 
President 

Kinney Shoe Corporation 



Donald J, Gerstenberger 
President 

The Richman Brothers 
Company 






Woolworth’s operations in foreign countries con¬ 
tinue to expand under a program of sound 
merchandising. 

United Kingdom 

In the past year, F. W. Woolworth and Co. 

Limited, England—our unconsolidated British 
subsidiary—opened 18 new retail outlets. At the 
same time, it has continued its policy of closing 
older, less profitable stores. Twenty-six of these 
units discontinued operations in 1974. However, 
there was a net gain of 210,000 square feet of total 
store space. 

Two new Woolco Department Stores were 
opened, bringing the total in Britain to nine. One 
was an experimental conversion of a 50,000 
square-foot, center-city Woolworth unit in Sheffield, 
Yorkshire. The other new store is located in 
Cumbernauld, Scotland. 

The British Company is presently pilot testing 
catalogue stores of about 10,000 square feet in 
area, 14 of which are in operation. 

Canada 

In 1974, F. W. Woolworth Co., Limited, Canada 
opened five new Woolco Department Stores, three 
Woolco Catalogue Stores and four Woolworth 
stores. Nine older units were closed. This brings 
the total number of Woolworth and Woolco stores 
operating in Canada to 316. 

Completion of this expansion program gives 
Woolworth a greater amount of department store 
space than any other retailer in Canada. This will 
help us face the challenge of competition in the 
future and maintain Woolworth’s position as one 
of the leaders in Canada's retail industry. 

Fashion apparel lines for Woolworth stores is 
purchased by the Montreal Buying Office from 
suppliers in the province of Quebec, where 80 
per cent of this merchandise is produced. This 
gives us fine access to the country’s style center. 

The Toronto Accounting Office has installed the 
most modern computerized equipment available, 
making this facility a very efficient and up-to-date 
operation which will be of benefitto the Canadian 
Company. 

Centralization of warehousing operations is 
progressing on schedule as the newly erected unit 
approaches full-scale operation. 


Mexico 

F. W. Woolworth Co., S.A. de C.V., Mexico 
presently has 24 stores in operation. All of these 
stores are modern, up-to-date facilities putting 
this subsidiary in a very strong retailing position. 
During 1974 stores in Mexico City, Cuernavaca, 
and Aquascalientes were completely refurbished. 
Some 95 percent of the goods sold in our Mexican 
stores is manufactured in that country. Our 
Mexican subsidiary exports many items for our 
stores throughout the world. 


Germany 

F. W. Woolworth Co., G.m.b.H., Germany added 
four Woolworth stores during 1974, bringing the 
total in West Germany to 175. These new stores are 
among the biggest and finest Woolworth stores in 
that country. Our German stores have created a fine 
image in wearing apparel for the entire family, in 
addition to the important lines of staple merchan¬ 
dise. The German company continues to be a 
strong contributor to our total sales and earnings 
performance. 


Spain 

Woolworth Espanola, S.A. is completing con¬ 
struction of two new stores, one in Cordoba 
and the other in Vitoria. These units are scheduled 
to open in 1975. We have also concluded nego¬ 
tiations for a new store location in Alicante. These 
additions will give our Spanish company a total 
of eight stores by 1976. About 90 percent of the 
products sold in these stores are of Spanish manu¬ 
facture. Many of them have been created strictly 
to Woolworth specifications for introduction to 
the Spanish market. 



England 

Stephen J. Owen 
Chairman of the 
Board 


Canada 

Gordon T. Clarke 
President and 
Managing Director 




Mexico 


Martin L. Merritt 
Vice-President 
and Managing 
Director 



Germany Spain 

Bruno Weiss Thomas H. Gato 

Managing President 

Director 
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Retail Units 



In 

Operation 
Jan.31, 
1974 

Opened 

1974 

Closed 

1974 

In 

Operation 
Jan.31, 
1975 

Woolworth 

United States, 
Puerto Rico, and 
Virgin Islands 

1621 

3 

65 

1559 

Canada 

235 

4 

9 

230 

Germany 

172 

4 

1 

175 

Mexico 

24 

— 

— 

24 

Spain 

6 

— 

1 

5 

Total 

2058 

~T\ 

76 

1993 

Woolco 

United States 

216 

26 

— 

242 

Canada: 

Stores 

67 

5 

— 

72 

Catalogue 

11 

3 

— 

14 

Total 

294 

34 

— 

328 

Kinney 

United States 
and Puerto Rico: 
Stores 

1009 

104 

22 

1091 

Leased Depts. 

188 

25 

17 

196 

Canada: 

Stores 

140 

23 

1 

162 

Leased Depts. 

67 

5 

— 

72 

Australia 

77 

7 

— 

84 

Total 

1481 

164 

“40 

1605 

Richman 

United States 
Stores 

266 

35 

23 

278 


Consolidated 

Companies 

Stores 

Leased Depts. 

3844 

255 

214 

30 

122 

17 

3936 

268 

England 





Woolworth 

1065 

5 

26 

1044 

Woolco 

7 

2 

— 

9 

Catalogue Stores — 

14 

— 

14 

Total 

1072 

21 

26 

1067 


Grand Total 

Stores 

4916 

235 

148 

5003 

Leased Depts. 

255 

30 

17 

268 


Financial Review 

A summary of operations of F. W. Woolworth Co. and its 
consolidated subsidiaries and its equity in the results of 
operations of the unconsolidated British Company, to¬ 
gether with management’s discussion and analysis of 
the summary, are set forth in this review. 

Retail Units 

On January 31, 1975 the Company and its consolidated 
subsidiaries operated 3,936 stores and 268 Kinney 
leased departments, as compared with 3,844 stores and 
255 Kinney leased departments on January 31, 1974. 

Five Year Summary of Operations 

The following table summarizes the Company's opera¬ 
tions for the past five years. Years 1974 and 1973 are 
fiscal years ended January 31 of the subsequent year; 
other years are calendar years. Amounts, except per 
common share amounts, are expressed in millions. 



1974 

1973 

1972 

1971 

1970 

Sales . 

$ 4 , 177.1 

$3,722.1 

$3,119.1 

$2,776.8 

$2,507.4 

Cost of sales. 

2 , 947.9 

2,625.2 

2,190.9 

1,911.3 

1,698.4 

Interest . 

Provision for income 

70.3 

48.0 

30.3 

26.9 

25.7 

taxes . 

48.1 

53.5 

40.3 

51,7 

51.7 

Income of consolidated 

companies . 

Equity in net income of 

$ 53.3 

$ 67.6 

$ 53 6 

$ 52.8 

$ 54.3 

F. W. Woolworth and 
Co., Limited, England 

11.5 

25.9 

25.6 

23.8 

22.3 

Income before extraor¬ 






dinary charge . 

64.8 

93.5 

79.2 

76.6 

76.6 

Extraordinary charge*.. 




(5.5) 


Net income . 

Dividend requirement 

64.8 

93.5 

79.2 

71.1 

76.6 

of preferred stock .. 

( 3 . 8 ) 

(3.8) 

(3.8) 

(3.9) 

(4.0) 

Net income applicable 






to common stock .,. 

$ 61.0 

$ 89.7 

$ 75.4 

$ 67.2 

$ 72.6 


Net income per common 
share: 

Assuming no dilution: 
Income before 
extraordinary 


charge . 

Extraordinary 
charge* .... 


2,14 

$ 

3.15 

$ 

2.60 

Net income .. ,. 

$ 

2.14 

$ 

3.15 

$ 

2.60 


$ 2.50 $ 2.52 

_(49) _ 

$ 2.31 $ 2.52 


Assuming full 
dilution: 

Income before 
extraordinary 

charge .$ 2.10 S 3.02 S 2.51 $ 2.41 $ 2.43 

Extraordinary 

charge* .. . . (.17 ) _ 

Net income. $ 2.10 $ 3.02 $ 2.51 $ 2.24 $ 2.43 


Dividends declared per 

common share.$ 1.20 $ 1.20 $ 1.20 $ 1.20 $ 1.20 

Weighted average 
number of common 
shares outstanding 

during the year. 28.4 28.5 29.0 29.1 28.8 


*Loss on safe of subsidiary assets. 
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Sales 

Sales of the consolidated companies for fiscal 1974 
reached a record high of $4,177,104,000, an increase of 
$454,997,000 or 12.2% over fiscal 1973. This increase, 
and likewise the 19% increase achieved in 1973, was 
generated through new stores, the maturing of a number 
of large stores, heavy promotional activities and rising 
inflation. In 1974 sales of foreign consolidated subsidi¬ 
aries accounted for 33% of consolidated sales compared 
with 32% in 1973. 

Consolidated companies’ sales, by quarter, for fiscal 
years 1974 and 1973 were as follows: 


1974 1973 

(in thousands of dollars) 

First . $ 870,105 $ 758,244 

Second . 1,010,513 884,830 

Third . 1,014,638 905,258 

Fourth . 1,281,848 1,173,775 

Year . $4,177,104 $3,722,107 


The following table illustrates sales of consolidated com¬ 
panies and the related square feet of selling area at year 
end (expressed in thousands): 


1974 

1973 

Sq. Ft. 

Sq. Ft 

Selling 

Selling 

Sales Area 

Sales Area 


Woolworth . 

$1,991,536* 

32,188 

$1,871,906* 

32,596 

Woolco . 

1,698,581* 

26,998 

1,408,462* 

24,360 

Kinney . 

410,527 

3,988 

358,670 

3,738 

Richman. 

127,547 

1,323 

123,139 

1,215 

Less: Subsidiary sales 
through Woolco stores and 

4,228,191 

64,497 

3,762,177 

61,909 

inter-company sales. 

(51,087) 

(648) 

(40,070) 

(564) 

Includes sales from 
leased departments of .... 

$4,177,104 

$ 368,447 

63,849 

$3,722,107 

$ 313,504 

61,345 


Cost of Sales and Other Expenses 

Cost of sales for 1974 increased 12% over 1973 which 
is comparable with the 12.2% increase in sales. Cost of 
sales in 1973 increased 20% over the prior year, a rate 
slightly above the 19% increase in sales, because of 
increased payroll taxes and the inability to sufficiently 
raise selling prices under price controls to keep pace 
with increased purchase costs. 

Interest Expense 

Increased borrowings for new store expansion, together 
with the capital required to finance increased customer 
receivables as well as higher interest rates, resulted in 
the increase in interest expense. In 1974 interest expense 
increased 46% to $70,289,000 from $48,003,000 in 1973. 
This follows a near 60% increase from 1972 when inter¬ 
est expense was $30,321,000. 


Provision for Income Taxes 

The provision for taxes on the income of the consoli¬ 
dated companies amounted to $48,090,000 (1973-— 
$53,482,000). This provision excludes an additional 
$1,800,000 (1973—$3,498,000) of United States income 
taxes applicable to dividends received or expected to be 
received from the British Company, which has been allo¬ 
cated to the Company’s equity in the net income of the 
subsidiary. 

Foreign Exchange Adjustments 

In 1974 foreign exchange losses of consolidated com¬ 
panies amounted to $1,784,000 compared with gains of 
$4,189,000 in 1973 and $1,732,000 in 1972. 

F. W. Woolworth and Co., Limited, England 

The British Company’s sales in 1974 amounted to 
$1,085,312,000 an increase of $102,071,000 over 1973, 
and in 1973 amounted to $983,241,000 an increase of 
$42,997,000 over 1972. Although sales increased in both 
years, higher operating expenses in all categories, infla¬ 
tion and an increase in the British income tax rate re¬ 
sulted in a significant reduction in the Company’s equity 
in the 1974 net income of the British Company. 

The Company’s equity in the net income of the British 
Company amounted to $11,554,000 compared with 
$25,868,000 in 1973 and $25,612,000 in 1972, after cur¬ 
rency translation losses of $3,288,000, $3,626,000 and 
$2,347,000, respectively. In 1973 the Company’s equity 
in the British Company's net income includes a non¬ 
recurring benefit of $2,058,000 attributable to changes 
effected during the year in the British system for taxing 
corporations. 

The Company's investment in the unconsolidated sub¬ 
sidiary is carried at $192,629,000, determined under the 
equity method of accounting as described in Note 1 to 
the financial statements. A copy of the British Company’s 
Annual Report is available by request to the Secretary’s 
Office, F. W. Woolworth Co., 233 Broadway, New York, 
New York 10007. 

Net Income 

Net income for the year amounted to $64,820,000, equal 
to $2.14 per common share, compared with income last 
year of $93,474,000 or $3.15 per common share, assum¬ 
ing no dilution for eitheryear. 

Net income, in thousands of dollars, and net income per 
share, by quarter, for fiscal years 1974 and 1973 were 
as follows: 


1974 


1973 


Amount 

Per 

Share 

Amount 

Per 

Share 


First . $ 8,772 $ .27 $13,907 $ .45 

Second . 11,496 .38 13,688 .45 

Third . 9,501 .30 16,924 ,56 

Fourth . 35,051 1.19 48,955 1.69 

Year . $64,820 $2.14 $93,474 $3.15 

Fully diluted-year .. . $2.10 $3.02 
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Dividends 

Dividends on common and preferred stock this year 
amounted to $34,156,000 and $3,827,000, respectively. 
Common and preferred dividends have been paid at the 
quarterly rate of 300 and 550, respectively, since 1970. 
Common stock dividends have been paid without inter¬ 
ruption for the past 63 years—ever since the Company 
became a public corporation in 1912. On January 31, 
1975, 109,741 shareholders owned 28,489,534 shares of 
common stock and 7,225 shareholders owned 1,739,715 
shares of preferred stock. 

Market Prices 

The Company’s common and preferred stock are listed 
on the New York Stock Exchange. The following tables 
show the high, low and closing prices, by quarter, for 
fiscal years 1974 and 1973: 


Common Stock 


1974 



1973 



High 

Low 

Close 

High 

Low 

Close 

First . 

191/4 

16% 

17Ve 

28% 

2 OV 2 

20% 

Second .... 

17% 

12% 

12% 

24% 

19% 

22 

Third . 

13% 

10V4 

10% 

26 

19% 

22 

Fourth . 

12% 

8 

12% 

21 7 /s 

15% 

18 

Preferred Stock 


1974 



1973 



High 

Low 

Close 

High 

Low 

Close 

First . 

32% 

29 

291/2 

43 

33% 

34 

Second .... 

31 1/4 

24Vs 

241/2 

37% 

33% 

36 

Third . 

25 

211/2 

21 % 

39 

32% 

341/4 

Fourth . 

25 

18% 

24% 

35 

27% 

33 


Financial Condition 

Expenditures for property additions for the year 1974 
amounted to $98,054,000 compared with $103,790,000 
in 1973. 

At January 31, 1975, trade receivables, net of allowance 
for doubtful accounts, were $225,172,000 compared 
with $184,878,000 at January 31, 1974. The increase of 
$40,294,000 resulted principally from the addition of new 
Woolco stores in 1974 plus the development of additional 
customer accounts in maturing stores. The allowance for 
doubtful accounts has been established at adequate 
levels of $10,281,000 at January 31,1975 and $7,109,000 
at January 31, 1974. 

Merchandise inventories as of January 31,1975 amounted 
to $864,705,000, an increase of $48,334,000 over Janu¬ 
ary 31,1 974. This increase is attributed to the new stores 
opened during the year. 

A summary of changes in financial position is shown on 
page 16. 


Sales* 

Billions of Dollars 

4,0 

3 ^ 

3JD 

Z5 

2.0 

1.5 

TO 

.5 

_T) 

65 66 67 68 69 70 71 72 73 74 


□ Capital Expenditures* 

□ Depreciation and Amortisation* 

Millions of Dollars 


98 


84 



65 66 67 68 69 70 71 72 73 74 


□ Income Before* and 

□ After Taxes* 

Millions of Dollars 


119 

102 

85 
68 

51 

34 
17 
0 

65 66 67 68 69 70 71 72 73 74 



'Excluding British Company and Extraordinary Items 
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F. W. Woolworth Co. and Consolidated Subsidiaries 

Consolidated Statement of Income 


Forthe fiscal years ended January 31,1975and 1974 

Revenues 

Sales, including sales from leased departments of 
$368,447,000 and $313,504,000 . 

Other income. 


Costs and expenses 

Costs of sales. 

Selling, general and administrative expenses. 

Depreciation and amortization (Note 1). 

Interest. 

t 

Income of consolidated companies before income taxes . . 

Provision for income taxes (Note 3). 

Income of consolidated companies. 

Equity in net income of F. W. Woolworth and Co., Limited, 
England, less provision for U.S. income taxes of $1,800,000 
and $3,498,000 (Notes 1 and 3). 

Net income. 

Net income per common share (Note 1): 

Assuming no dilution. 

Assuming full dilution. 


1974 1973 


$4,177,104,000 

12,803,000 

4,189,907,000 

2,947,926,000 

1,007,361,000 

62,975,000 

70,289,000 

4,088,551,000 

101,356,000 

48,090,000 

53,266,000 

11,554,000 
$ 64,820,000 


$2.14 

$ 2.10 


$3,722,107,000 

19,547,000 

3,741,654,000 


2,625,222,000 

886,741,000 

60,600,000 

48,003,000 

3,620,566,000 

121,088,000 

53,482,000 

67,606,000 

25,868,000 
$ 93,474,000 


$3.15 

$3.02 


Consolidated Statement of Retained Earnings 


For the fiscal years ended January 31,1975 and 1974 


1974 1973 


Retained earnings at beginning of year 

Net income. 

Less cash dividends declared: 

Preferred stock—$2.20 per share 
Common stock—$1.20 per share. 


$ 840,797,000 
64,820,000 

(3,827,000) 

(34,156,000) 


$ 787,618,000 
93,474,000 

(3,827,000) 

(34,200,000) 


Charge resulting from stock purchase plan transactions (Note 1) . . 

Retained earnings at end of year. 


(1,933,000) 
$ 865,701,000 


(2,268,000) 
$ 840,797,000 
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F. W. Woolworth Co. and Consolidated Subsidiaries 

Consolidated Balance Sheet 

Assets 


January 31,1975 and 1974 

Current Assets 

Cash, including time deposits of $7,779,000 
and $17,044,000 {Note 2). 

Trade receivables, less allowance for doubtful accounts 
of $10,281,000 and $7,109,000 . 

Other receivables. 

Merchandise inventories (Note 1). 

Operating supplies and prepaid expenses. 


1974 1973 


$ 43,767,000 

225,172,000 

50,147,000 

864,705,000 

19,820,000 

1,203,611,000 


$ 47,515,000 

184,878,000 

51,542,000 

816,371,000 

15,753,000 

1,116,059,000 


Investments 

F. W. Woolworth and Co., Limited, England (Note 1) 
Mortgages, notes receivable and other securities . . . 


192,629,000 

4,661,000 

197,290,000 


197,939,000 

5,044,000 

202,983,000 


Properties, at cost (Note 1) 



Land and buildings. 

272,471,000 

256,501.000 

Furniture, fixtures and equipment. 

472,061,000 

452,456,000 


744,532,000 

708,957,000 

Accumulated depreciation. 

267,955,000 

244,766,000 


476,577,000 

464,191,000 

Buildings on leased ground, less amortization. 

38,701,000 

35,774,000 

Alterations to leased and owned buildings, less amortization. 

133,772,000 

128,281,000 


649,050,000 628,246,000 


Intangible Assets (Note 1). 

. 14,680,000 

14,680,000 

Deferred Charges. 

. 12,910,000 

11,972,000 


$2,077,541,000 

$1,973,940,000 
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Liabilities and Shareholders’ Equity 


January 31,1975 and 1974 1974 


Current Liabilities 

Notes'payable to banks (Note 2). $ 158,755,000 

Commercial paper (Note 2). 84,303,000 

Long-term debt payable within one year. 8,759,000 

Accounts payable. 232,038,000 

Accrued salaries, wages and other liabilities. 123,861,000 

Dividends payable. 9,505,000 

Income taxes. 26,128,000 

643,349,000 

Long-term Debt (Note 4). 413,119,000 


Other Liabilities and Reserves. 24,590,000 


Deferred Income Taxes (Note 1). 50,548,000 


Shareholders’ Equity (Note 5) 

Preferred stock—par value $1 per share: 

Authorized—7,000,000 shares 

Issued—$2.20 Series A Convertible Preferred at stated 
value $4.731/3 per share, 1,739,715 shares (involuntary 


liquidation value at January 31, 1975—$78,287,000). 8,235,000 

Common stock—par value $31/3 per share: 

Authorized—60,000,000 shares 

Issued—29,360,564 shares. 97,868,000 

Additional paid-in capital. 323,000 

Retained earnings. 865,701,000 

972,127,000 

Common stock in treasury, at cost—871,030 shares 

and 897,472 shares. 26,192,000 

945,935,000 


$2,077,541,000 


1973 


$ 104,784,000 
131,119,000 
34,828,000 
247,208,000 
121,154,000 
9,511,000 
41,727,000 
690,331,000 

295,429,000 

20,901,000 

48,235,000 


8,235,000 


97,868,000 

323,000 

840,797,000 

947,223,000 

28,179,000 

919,044,000 

$1,973,940,000 
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F. W. Woolworth Co. and Consolidated Subsidiaries 

Consolidated Statement of Changes in Financial Position 


For the fiscal years ended January 31,1975 and 1974 


1974 


1973 

Financial resources were provided by: 





Net income. 

$ 

64,820,000 

$ 

93,474,000 

Add (deduct): 





Depreciation and amortization (Note 1) . 


62,975,000 


60,600,000 

Deferred income taxes. 


2,313,000 


2,263,000 

Dividends in excess of equity in earnings of British Company 





(1973—equity in undistributed earnings) (Note 1). 


5,310,000 


(2,550,000) 

Other . 


3,689,000 


4,434,000 

Working capital provided by operations. 


139,107,000 


158,221,000 

Other sources: 





Long-term borrowings (Note 4). 


127,583,000 


55,257,000 

Sales of properties, including those leased back (Note 9). 


14,275,000 


7,612,000 

Sales of common shares from treasury (Notes 5 and 8). 


1,393,000 


2,772,000 

Other . 


— 


1,363,000 

Total resources provided. 


282,358,000 


225,225,000 

Financial resources were used for: 





Cash dividends. 


37,983,000 


38,027,000 

Additions to properties. 


98,054,000 


103,790,000 

Reductions of long-term debt. 


9,893,000 


35,739,000 

Purchases of common shares for treasury (Note 5). 


1,339,000 


5,670,000 

Other . 


555,000 


— 

Total resources used. 


147,824,000 


183,226,000 

Increase in working capital . 


134,534,000 


41,999,000 

Working capital at beginning of year . 


425,728,000 


383,729,000 

Working capital at end of year . 

$ 

560,262,000 

$ 

425,728,000 

Analysis of changes in working capital: 





Increase (decrease) in current assets: 





Cash. 

$ 

(3,748,000) 

$ 

8,709,000 

Receivables . 


38,899,000 


74,340,000 

Merchandise inventories. 


48,334,000 


83,656,000 

Other current assets. 


4,067,000 


3,825,000 



87,552,000 


170,530,000 

Decrease (increase) in current liabilities: 





Notes payable to banks. 


(53,971,000) 


(67,887,000) 

Commercial paper. 


46,816,000 


32,506,000 

Long-term debt payable within one year. 


26,069,000 


(15,957,000) 

Accounts payable . 


15,170,000 


(28,610,000) 

Accrued salaries, wages and other liabilities. 


(2,707,000) 


(13,706,000) 

Dividends payable. 


6,000 


34,000 

Income taxes. 


15,599,000 


(34,911,000) 



46,982,000 


(128,531,000) 

Increase in working capital. 

$ 

134,534,000 

$ 

41,999,000 
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F. W. Woolworth Co. and Consolidated Subsidiaries 

Summary of Foreign Subsidiaries 

(in thousands of dollars) 


Unconsolidated Subsidiary, 

F. W. Woolworth and Co., Limited, England (Note A) 


January 31,1975 and 1974 1974 1973 


Current assets. 

$ 262,758 

$ 

202,184 

Properties, net. 

400,852 


389,252 

Total assets.. 

663,610 


591,436 

Current liabilities. 

193,023 


141,103 

Long-term debt. 

51,989 


42,005 

Deferred income taxes and reserves. 

33,173 


27,871 

Deferred gains on sale and 




leaseback transactions. 

19,814 


4,771 

Total liabilities. 

297,999 


215,750 

Net assets. 

$ 365,611 

$ 

375,686 

Company’s equity in net assets (Note D). 

$ 192,629 

$ 

197,939 

For the fiscal years ended January 31,1975 and 1974 



Sales . 

$1,085,312 

$ 

983,241 

Income before items shown below. 

$ 82,619 

$ 

112,250 

Depreciation and amortization. 

(15,115) 


(13,621) 

Provision for exchange loss. 

(6,239) 


(6,881) 

Income taxes. 

(35,925) 


(46,568) 

Transitional tax relief (Note B). 

— 


10,543 


(57,279) 


(56,527) 

Net income. 

$ 25,340 

$ 

55,723 

Company’s equity in income before 




items shown below. 

$ 16,642 

$ 

27,436 

Transitional tax relief (Note B). 

— 


5,556 

Provision for exchange loss. 

(3,288) 


(3,626) 

Company's equity in net income (Note C). ... 

13,354 


29,366 

Received in dividends (Note C). 

(18,664) 


(26,816) 

(Decrease) increase in Company’s equity 




in net assets... 

$ (5,310) 

$ 

2,550 

Foreign Consolidated Subsidiaries 




January 31, 1975 and 1974 

1974 


1973 

Current assets. 

$ 328,743 

$ 

312,775 

Properties, net. 

288,081 


265,132 

Other and intangible assets. 

6,200 


4,150 

Liabilities and reserves. 

(298,144) 


(295,626) 

Net assets (Company’s equity) (Note D). 

$ 324,880 

$ 

286,431 

For the fiscal years ended January 31, 1975 and 1974 



Sales . 

$1,396,707 

$1,176,654 

Income before items shown below. 

$ 91,152 

$ 

81,680 

Foreign exchange (losses) gains. 

(680) 


2,080 

Income taxes. 

(43,922) 


(39,277) 

Net income. 

46,550 


44,483 

Distributed earnings, less applicable taxes . . 

(23,403) 


(21,263) 

Company’s equity in undistributed earnings. . 

$ 23,147 

$ 

23,220 


Note A— The financial statements of 
F. W. Woolworth and Co., Limited pub¬ 
lished in England are drawn up in 
accordance with accounting principles 
generally accepted in the United King¬ 
dom, and in certain material respects 
these principles differ from those gen¬ 
erally accepted in the United States, The 
annexed financial data, including calcu¬ 
lations of the Company’s equity in the 
British subsidiary's net assets and net 
income, are based upon financial state¬ 
ments of the subsidiary which have been 
adjusted to conform with accounting 
principles generally accepted in the 
United States. 


Note B— The United Kingdom Finance 
Act enacted in 1973 provided nonrecur¬ 
ring transitional relief from corporation 
tax relating to dividends paid before 
April 6, 1973. 


Note C— Additional United States income 
taxes applicable to dividends received 
or expected to be received from F. W. 
Woolworth and Co., Limited, amounted 
to $1,800,000 (1973—$3,498,000), pro¬ 
vision for which has been made in the 
accompanying consolidated statement 
of income. 


Note D— The amount of unremitted earn¬ 
ings of foreign subsidiaries which is 
considered to have been permanently 
reinvested in the subsidiaries aggre¬ 
gated $403,000,000 at January 31,1975. 
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F. W. Woolworth Co. and Consolidated Subsidiaries 

Notes to Consolidated Financial Statements 

Note 1—Summary of Accounting Policies 

A summary of the Company’s major accounting policies 
which have been followed in preparing the accompany¬ 
ing consolidated financial statements is set forth below: 

Principles of Consolidation The consolidated financial 
statements include the accounts of the Company and all 
subsidiaries except F. W, Woolworth and Co., Limited, 
England, of which the Company owns 52.7% of the out¬ 
standing capital stock. This investment is carried in 
the consolidated financial statements at the Company’s 
equity in the British Company's net assets, and the Com¬ 
pany's equity in the net income of the British Company 
is included in net income. 

A summary of the financial position and net income of 
the Company’s foreign subsidiaries and its equities in 
their net assets and net income is presented on page 17. 

Translation of Foreign Currencies The financial state¬ 
ments of foreign subsidiaries are translated into U.S. 
dollars at appropriate exchange rates applied on a con¬ 
sistent basis as follows: net current assets and long-term 
debt at year-end rates; properties and accumulated de¬ 
preciation and amortization and deferred income taxes 
at rates applicable at the time of acquisition or defer¬ 
ment; and income and expense items, other than depre¬ 
ciation and amortization, at weighted average rates. 
Gains and losses arising as a result of the application 
of the foregoing procedures are reflected in income. 
Provision is made for losses on unperformed forward 
exchange contracts; gains on such contracts are recog¬ 
nized only to the extent of related losses. 

Inventories All inventories are stated at the lower of 
cost or market. The cost of merchandise in stores and 
shoe warehouses is calculated by the retail method of 
inventory, and the first-in, first-out method is generally 
used in determining the cost of other inventories. 

Depreciation The cost of properties is depreciated or 
amortized over their estimated useful lives generally 
using the straight-line method. The estimated economic 
lives used to determine annual rates of depreciation and 
amortization are subject to periodic review and revision 
to assure that the cost of the respective assets is written 
off over their economic lives. 

Store Preopening Costs Store preopening costs are 
charged to expense in the year incurred. 

Vacations The Company’s liability for vacations is 
accrued in the year earned. 

Income Taxes For income tax purposes, the Company 
reports certain amounts of expense and income (princi¬ 
pally depreciation) in periods different from when such 
amounts are reported for financial accounting purposes. 


Reported net income is not affected by this practice be¬ 
cause provision is made for the related net deferral of 
income taxes. 

United States investment tax credits are applied in 
reduction of the provision for income taxes in the year 
the related property is placed in service. 

Provision is made for U.S. and foreign income taxes on 
dividends received or expected to be received from 
earnings of subsidiaries. Earnings of subsidiaries which 
are not distributed are considered to be permanently 
reinvested in the subsidiaries and, accordingly, no tax is 
provided thereon. 

Maintenance and Repairs, and Property Retirements 
The costs of maintenance and repairs are charged to 
operating expenses as incurred. The costs of significant 
additions, renewals and betterments of properties are 
capitalized and depreciated over the remaining or ex¬ 
tended estimated useful lives of the properties. Gains or 
losses realized upon disposition of real estate are taken 
into income, except that gains on properties leased 
back are deferred and amortized over the terms of the 
related leases. 

Intangible Assets Intangible assets represent the cost 
to acquire certain subsidiary companies not specifically 
assigned to the tangible assets acquired. The cost of 
such intangible assets acquired prior to 1970 is not 
amortized unless, in the opinion of management, some 
diminution in their value occurs. 

Stock Option and Purchase Plans Common shares is¬ 
sued in connection with the Company's stock option 
and stock purchase plans are issued from treasury. Dif¬ 
ferences between the proceeds received therefor and 
the cost of the treasury stock are charged or credited to 
additional paid-in capital or retained earnings, as appro¬ 
priate. 

Retirement Plans The consolidated companies have 
noncontributory retirement plans for qualified officers 
and employees. Provisions for earned benefits are made 
by payments to insurance companies under annuity con¬ 
tracts, by contributions to trust funds, or by balance 
sheets accruals and include amortization of prior service 
costs generally over ten to forty year periods. 

Service Charge income Service charge income on 
credit sales is applied against the costs of servicing 
credit sales and is included in selling, general and ad¬ 
ministrative expenses. 

Net Income Per Share Net income per common share 
—assuming no dilution—is based on the weighted aver¬ 
age number of common shares outstanding during the 
year. Net income per common share—assuming full dilu¬ 
tion—assumes (1) exercise of outstanding stock options 
with the related proceeds being used to acquire com¬ 
mon stock and (2) conversion of outstanding preferred 
stock and elimination of the related preferred dividend 
requirement. 
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Note 2—Short-term Borrowings and Compensating 
Balances 

The Company maintains lines of credit with more than 
150 banks which, at January 31, 1975, aggregated 
$500,000,000. Borrowings under the lines are usually for 
90-day periods at prime rates. The banks’ commitments 
ordinarily expire one year from the date of agreement 
and are generally renewed. During the year borrowings 
under these lines, together with borrowings through the 
issuance of commercial paper, ranged between 
$211,825,000 and $452,510,000, and at January 31, 
1975, amounted to $243,058,000. The average aggregate 
amount of short-term borrowings outstanding during 
1974 and the weighted average interest rate thereon, de¬ 
termined on a monthly basis, approximated $353,000,000 
and 10.5%, respectively. 

In accordance with informal agreements with certain 
of the banks, the Company maintains compensating 
balances which, at January 31, 1975, aggregated 
$8,604,000. 


Note 3—Income Taxes 


The provision for income 

taxes comprises: 



1974 

1973 

United States 



Current. 

. 4,574,000 

$17,145,000 

Deferred. 

. (822,000) 

(3,086,000) 

Investment tax credit. 

. (2,240,000) 

(2,505,000) 

Foreign 



Current. 

. 41,119,000 

36,867,000 

Deferred . 

. 2,803,000 

2,410,000 

State and other. 

. 2,656,000 

2,651,000 


$48,090,000 

$53,482,000 


As further described in Note C on page 17, $1,800,000 
(1973—$3,498,000) of United States income taxes has 
been allocated to the equity in the net income of F. W. 
Woolworth and Co., Limited, England. 

Set forth below are the significant differences (ex¬ 
pressed as a percentage of pre-tax income) between 
the U.S. statutory federal income tax rate (48%) and the 
effective income tax rate as reflected in the accompany¬ 
ing consolidated statement of income: 


1974 1973 

Statutory federal income tax rate. 48.0% 48.0% 

State and local income taxes. 1.3 1.1 

Investment tax credit. (2.2) (2.1) 

Other items—net. .3 (2,8) 

47.4% 44.2% 


The Company's federal income tax returns for the 
years 1960 through 1971, together with related claims for 


refund, have been examined by the Interna! Revenue 
Service and substantial adjustments relating principally 
to the computation of allowable foreign tax credits have 
been proposed. In the opinion of management and coun¬ 
sel, settlement of the alleged tax deficiencies will be at 
amounts less than proposed and will have no material 
adverse effect on the Company's consolidated financial 
position. 


Note 4—Long-term Debt 

Long-term debt payable after one year is summarized 
below: 


January 31, January 31, 
1975 1974 


5% notes and bonds payable 
to 1991. 

$ 33,328,000 

S 34,205,000 

5.75% bonds payable to 1990 .... 

3,181,000 

3,314,000 

7% bank loan payable 1974-1978 . 

3,426,000 

5,784,000 

7.375% sinking fund debentures 
payable 1977-1996 . 

125,000,000 

125,000,000 

8.25% bank notes payable 

1982-1984 . 

40,000,000 

40,000,000 

8.625% bank loan payable 1989 . , 

9,535,000 

10,130,000 

9% sinking fund debentures 
payable 1985-1999. 

125,000,000 


Bank loan payable 1985*. 

4,251,000 

3,61 5,000 

Bank loan payable 1976*. 

10 ,000,000 

10,130,000 

Bank note payable 1978*. 

17,000,000 

17,221,000 

Bank loan payable 1974*. 

— 

2,000,000 

3% to 10 5% mortgage and note 
obligations on real estate 
payable to 2001 . 

35,754,000 

37,134,000 

Other . 

6,644,000 

6,896.000 

Total. 

$413,119,000 

$295,429,000 


*The inlerest rates are Va % to 3 A% in excess of bank prime rates as 
determined from time to time. 


In June 1974 the Company sold $125,000,000 of 9% 
sinking fund debentures due June 1, 1999. The inden¬ 
ture relating to the debentures provides that the Com¬ 
pany annually pay into a sinking fund commencing June 
1, 1985 not less than $4,000,000 nor more than 
$8,000,000 through 1989 and not less than $10,000,000 
nor more than $20,000,000 beginning June 1, 1990. The 
debentures may be redeemed at the option of the Com¬ 
pany in whole or in part at annually declining premiums 
of 8.25% or less. 

The indenture relating to the 7.375% sinking fund 
debentures provides that the Company annually pay 
$6,250,000 into a sinking fund commencing April 1, 

1977. The debentures may be redeemed at the option of 
the Company in whole or in part at annually declining 
premiums of 5.9% or less. 

Payments due on long-term debt during each of the 
next five years are 1975, $8,759,000 (included in cur¬ 
rent liabilities); 1976. $17,290,000; 1977, $14,247,000; 

1978, $29,885,000; and 1979, $13,469,000. 
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Note 5—Shareholders’ Equity 

The $2.20 Series A Convertible Preferred Stock is cumu¬ 
lative, voting and convertible at any time at the rate of 
1.42 shares of common stock for each share of preferred 
stock, subject to antidilution provisions. The Company 
has reserved 2,470,395 shares of common stock for the 
conversion. During 1973, 45 preferred shares were con¬ 
verted into 63 common shares; there were no conver¬ 
sions in 1974. The initial redemption price of the 
preferred stock, commencing January 1, 1976, is $47.50 
per share; after 1976 the redemption price reduces $.50 
annually until it reaches $45.00 per share in 1981. 

During 1974 the Company acquired 81,900 shares of 
common stock for treasury at a cost of $1,339,000 
(1973-267,753 shares at $5,670,000) and sold 108,342 
shares at a cost of $3,326,000 (1973—154,365 shares at 
$5,040,000) to employees under the stock purchase 
plan. 


Note 6—Retirement Plans 

The total costs of retirement plans for the year amounted 
to $13,712,000 (1973—$12,151,000). As of the date of the 
latest actuarial valuation, December 31, 1973, the costs 
of vested benefits exceeded accumulated trust funds and 
balance sheet accruals by approximately $20,700,000. 
Since that date, the unfunded cost of vested benefits has 
increased approximately $30,000,000 as a result of the 
general decline in the market value of pension fund 
securities. Unfunded prior service costs at the valuation 
date amounted to $15,090,000. 

In order to comply with the Employee Retirement 
Income Security Act of 1974, it will be necessary for 
the Company to amend certain of its retirement plans 


effective January 1, 1976. It is expected that these 
amendments may increase the annual cost and funding 
requirements of the plans approximately $2,400,000. 

Note 7—Foreign Exchange Adjustments 

In 1974 foreign exchange losses applicable to the con¬ 
solidated companies amounted to $1,784,000 (1973- 
gains of $4,189,000). 


Note 8—Stock Option and Employees’ 

Stock Purchase Plans 

The Company has a stock option plan under which op¬ 
tions to acquire shares of the Company’s common stock 
may be granted to eligible officers and employees at the 
market price at the date of grant. Options may not be 
exercised until one year from the date of grant; thereafter 
they become exercisable at rates varying from 25%- 
50% annually on a cumulative basis. Unexercised op¬ 
tions expire five years from date of grant. Authority to 
grant options under this plan expires in 1975. 

The Company also has an employee stock purchase 
plan under which eligible employees may contribute up 
to 10% of their salary through payroll deductions to a 
stock purchase fund from which they are entitled to pur¬ 
chase shares of common stock of the Company at 85% 
of the market price on a specified date. At January 31, 
1975 a total of 936,565 shares had been so purchased 
and 704,915 shares remain available. The present plan 
expires in 1979. 

Information pertaining to stock option plan transac¬ 
tions is shown below. 


Stock Option Transactions 


At beginning of year 

Granted . 

Cancelled . 

Expired . 

At end of year. 


1974 

Number of common shares 


Price 

Under 

Available 

per share 

option 

for option 

$22.3125-36.25 

602,686 

294,549 

22.3125-36.25 

(160,485) 

160,485 

29.75-36.25 

— 

(141,210) 

$22.3125-34.625 

442,201 

313,824 


1973 


Number of common shares 


Price 

Under 

Available 

per share 

option 

for option 

$29.75-36.25 

507,160 

414,100 

22.3125 

126,500 

(126,500) 

29.75-36.25 

(30,974) 

30,974 

29.75-36.25 

— 

(24,025) 

$22.3125-36.25 

602,686 

294,549 


January 31,1975 


Number of common shares for which options are exercisable ... 381,447 

Number of employees holding stock options . 670 

Aggregate of option prices for all shares under option . $13,329,000 


January 31, 1974 

390,838 

738 

$18,715,000 
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Note 9—Leases 

At January 31, 1975, the Company was obligated under 
more than 5,000 leases, principally for store properties. 
Many of the store leases contain renewal options and 
provide for additional rental payments based on a per¬ 


centage of store sales. Under certain leases additional 
payments are required of the Company for real estate 
taxes, insurance and other expenses. Rent expense and 
rental income from subleases are summarized below: 


Financing leases*. 

Other leases . 

Rentals from subleases 
Rent expense . 




1974 



1973 

Minimum 

Rent 

Percentage 

Rent 

Total 

Minimum 

Rent 

Percentage 

Rent 

Total 

$153,732,000 

$ 8,482,000 

$162,214,000 

$138,238,000 

$7,259,000 

$145,497,000 

21,702,000 

4,431,000 

26,133,000 

17,461,000 

4,419,000 

21,880,000 

175,434,000 

12,913,000 

188,347,000 

155,699,000 

11,678,000 

167,377,000 

(25,080,000) 

(11,792,000) 

(36,872,000) 

(23,374,000) 

(9,154,000) 

(32,528,000) 

$150,354,000 

$ 1,121,000 

$151,475,000 

$132,325,000 

$2,524,000 

$134,849,000 


The foregoing amounts include rentals under both can¬ 
celable and noncancelable leases. Minimum rental com¬ 
mitments under noncancelable leases in effect at January 
31, 1975, including the portion of rentals under gross- 


leases estimated to be applicable to lessors’ real estate 
taxes, insurance and other expenses, are summarized as 
follows: 



Financing 

Other 


Net Rental 


Leases* 

Leases 

Subleases 

Commitment 

1975 ., . . . 

. $ 157,883,000 

$ 15,971,000 

($19,091,000) 

$ 154,763,000 

1976 . 

.. 156,166,000 

15.387,000 

(15,895,000) 

155,658,000 

1977 . 

. 151,361,000 

14,483,000 

(13,371,000) 

152,473,000 

1978 . 

. 146,699,000 

13,774,000 

(9,614,000) 

150,859,000 

1979 . 

. 142,001,000 

12,827,000 

(4,263,000) 

150,565,000 

1980-84 . 

. 620,201,000 

52,102,000 

(7,454,000) 

664,849,000 

1985-89 . 

. 517,505,000 

30,963,000 

(2,345,000) 

546,123,000 

1990-94 . 

. 280,326,000 

13,813,000 

(612,000) 

293,527,000 

Subsequently. 

. 84,695,000 

52,221,000 

(1,000) 

136,915,000 


$2,256,837,000 

$221,541,000 

($72,646,000) 

$2,405,732,000 


‘Certain of the Company's leases meet the criteria of a “financing lease" as defined by the Securities and Exchange Commission to be a 
lease which, during the noncancelable period, either 1) covers 75% or more of the economic life of the property, or 2) has terms which assure 
the lessor of a full recovery of the fair market value of tne property at the inception ot the lease plus a reasonable return. 


The aggregate present value of minimum rental 
commitments of SEC defined financing leases at Jan¬ 
uary 31, 1975 was $978,877,000 (January 31, 1974— 
$961,020,000). Present values were determined by dis¬ 
counting minimum commitments under the lease agree¬ 
ments at interest rates in effect at the time the leases 
became effective. Such interest rates range from 1.00% 
to 14.00%, and their weighted average is 6.70% (1973 
—6.21%). The present value of rentals to be received 
under more than 1,100 noncancelable subleases of prop¬ 
erties, and included above, amounted to $10,634,000 at 
January 31, 1975 (January 31, 1974—$11,315,000). On 
the assumption that SEC defined financing leases had 
been capitalized, and the related property right amor¬ 
tized on a straight-line basis and interest expense com¬ 


puted on the basis of the present value of the declining 
outstanding balance of the lease commitments, net 
income would have been decreased $3,139,000 in 1974 
and $3,055,000 in 1973. Under such assumptions amor¬ 
tization of property rights would have amounted to 
$66,134,000 (1973—$59,183,000) and the additional in¬ 
terest expense would have amounted to $62,410,000 
(1973—$53,701,000). 

During 1974 and 1973 the consolidated companies 
sold properties consisting of land and buildings and 
leased them back under long-term leases. The net pro¬ 
ceeds received amounted to $10,245,000 and $4,738,000, 
respectively; no gains or losses were realized on these 
transactions, 
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Report of Independent Accountants 



lice 


/aterhouse &Co 0 


SIXTY BROAD STREET. NEW YORK. NEW YORK 10004 212-422-6000 


March 27, 1975 


To the Board of Directors and Shareholders of F. W. Woolworth Co. 

In our opinion, based on our examinations and on the reports mentioned below of other independent account¬ 
ants, the accompanying consolidated balance sheets and the related consolidated statements of income 
and retained earnings and of changes in financial position present fairly the financial position of F. W. 
Woolworth Co. and its consolidated subsidiaries at January 31, 1975 and 1974, and the results of their 
operations and the changes in financial position for the years then ended, in conformity with generally 
accepted accounting principles consistently applied. Our examinations of these statements were made in 
accordance with generally accepted auditing standards and accordingly included such tests of the account¬ 
ing records and such other auditing procedures as we considered necessary in the circumstances. We did 
not examine the consolidated financial statements of F. W. Woolworth and Co., Limited, the unconsolidated 
British subsidiary. These statements were examined by other independent accountants whose reports 
thereon have been furnished to us. The equities of F. W. Woolworth Co. in the subsidiary's net assets and net 
income, which have been determined on the basis of such financial statements, constitute 20% (22% in 
fiscal 1973) and 18% (28% in fiscal 1973), respectively, of the related totals presented in the accompanying 
consolidated financial statements. Our opinion expressed herein, insofar as it relatestothe amounts included 
for the British subsidiary, is based solely upon the reports of the other independent accountants. 
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F. W. Woolworth Co. and Consolidated Subsidiaries 

Ten Year Summary 



1974* 

1973* 

1972 

1971 

1970 

1969 

1968 

1967 

1966 

1965 

Number of stores. 

3936 

3844 

3744 

3718 

3656 

3603 

3466 

3409 

3411 

3386 

Number of leased 
departments. 

268 

255 

278 

259 

233 

194 

209 

168 

115 

65 




(in thousands of dollars except per common share amounts) 



Sales . 

4,177,104 

3,722,107 

3,119,152 

2,776,782 

2,507,375 

2,255,357 

1,994,567 

1,757,665 

1,649,369 

1,512,071 

Depreciation and 
amortization. 

62,975 

60,600 

52,656 

49,996 

47,195 

43,713 

40,546 

37,801 

35,625 

34,284 

Interest. 

70,289 

48,003 

30,321 

26,912 

25,688 

17,560 

10,761 

8,546 

8,867 

7,498 

Income of consolidated 
companies. 

53,266 

67,606 

53,553 

52,782 

54,303 

49,602 

46,753 

44,581 

40,956 

38,309 

Equity in net income 
of F. W, Woolworth 
and Co., Limited, 

England. 

11,554 

25,868 

25,612 

23,799 

22,321 

21,056 

23,714 

25,453 

30,154 

35,020 

Net incomet. 

64,820 

93,474 

79,165 

76,581 

76,624 

70,658 

70,467 

70,034 

71,110 

73,329 

Per common sharet 











Assuming no dilution, . 

2.14 

3.15 

2.60 

2.50 

2.52 

2.32 

2.31 

2.28 

2.32 

2.39 

Assuming full dilution!! 

2.10 

3.02 

2.51 

2.41 

2.43 

2.25 

2.25 




Working capital . 

560,262 

425,728 

420,531 

450,473 

309,405 

327,822 

314,077 

303,356 

276,416 

271,564 

Properties—net . 

649,050 

628,246 

591,653 

560,813 

539,706 

487,265 

451,273 

426,753 

407,589 

389,083 

Long-term debt. 

413,119 

295,429 

277,951 

287,727 

167,340 

169,964 

154,087 

147,428 

144,304 

148,967 

Common shareholders’ 
equity. 

867,648 

840,757 

813,042 

796,252 

752,609 

714,493 

677,599 

645,273 

605,128 

570,203 

Per common share ..... 

30.46 

29.54 

28.38 

27.19 

26.08 

24.81 

23.61 

22.48 

20.94 

19.59 

Common stock 
dividends. 

34,156 

34,200 

34,949 

34,940 

34,590 

33,075 

28,792 

28,958 

28,995 

29,111 

Per common share . 

1.20 

1.20 

1.20 

1.20 

1.20 

1.15 

1.00 

1.00 

1.00 

1.00 


‘Fiscal year ended January 31 of subsequent year. 

tThe net income and per common share amounts of net income presented above for the year 1971 are before an extraordinary loss on 
sale of subsidiary assets of $5,492,000 or $.19 per common share assuming no dilution and $.17 assuming full dilution. 

ttFor the years 1965-1967 there was no dilution of net income per common share as defined in Accounting Principles Board Opinion 15. 
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George W. Nelson (2) 

Senior Vice-President, F. W. Woolworth Co. 

Stephen J. Owen 

Chairman of the Board, F. W. Woolworth and Co., Limited, England 
Andrew F. Peck 0)(2) 

Vice-President and Director , Kidder, Peabody & Co., fnc. 

(members of New York Stock Exchange) 

John S. Roberts 0)(2)(3) 

Vice-Chairman of the Board, F. W. Woolworth Co. 

Gordon T. Wallis 0)0) 

Chairman of the Board and Chief Executive Officer , 

Irving Trust Company and Charter New York Corporation 


Honorary Director 
James T. Leftwich 


(1) Member of Policy and Finance Committee 

(2) Member of Executive Committee 

(3) Member of Audit Committee 
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0 Woolworth 

"... Up to 55,000 different 
items in 65 categories of 
merchandise in larger stores...” 


"Operates 1,605 retail outlets in 
the United States, Canada and 
Australia...” 


Rich man 

BROTHERS 

“Opened 35 new men’s and 
boys' clothing stores during 
1974, for a total of 278. 



DEPARTMENT STORES 


'We now have 242 Woolco 
Department Stores in 36 
States..." 



"Our International operations 
include 1,506 Woolworth Stores 
throughout the United Kingdom, 
Canada, Mexico, West Germany 
and Spain and 81 Woolco 
Department Stores in Canada 
and England..." 





